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ABSTRACT 
Urban renewal is widely considered as an effective means to regenerate a decayed city 
by mitigating the negative externalities generated by the dilapidated buildings and at 
the same time introducing positive externalities to the community.  Redevelopment, 
as the most frequent used approach among various urban renewal strategies, may have 
unintended consequences on the older buildings in the immediate vicinity.   
 
This study empirically evaluates the impacts of the announcement of the 
redevelopment projects initiated by the Urban Renewal Authority, the quasi 
government body in Hong Kong, on the surrounding residential property prices.  The 
results show that two counterbalancing effects, synchronized by the URA 
Announcement Effect, are observed and such compounding effect exhibits on the 
neighbouring property prices upon the announcement of the redevelopment projects.   
 
The empirical findings confirm with the hypotheses proposed in this study.  First, the 
provision of the commercial components in the redevelopment projects and the relative 
size of the redevelopment have positive impact on nearby property prices.  Second, 
price depreciation due to aging is faster for nearby older properties than for nearby 
newer properties after the announcement since the announcement lowered the option 
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value of redevelopment of nearby properties not acquired by the URA.  This option 
value is higher for older buildings and thus the announcement has stronger negative 
impact on older nearby properties.  This unintended consequence of public sector led 
urban renewal should also exist in other cities but have not been considered in extant 
literature and merits further investigation 
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CHAPTER 1 INTRODUCTION 
 
1.1 Background 
Urban areas are never idle and this is exceptionally true to the case in Hong Kong.  Its 
landscapes have been fast-changing with time in response to the economic and social 
demand.  While the citizens have been enjoying the benefits from the rapid economic 
growth over these recent decades, the problems associated with urban decay and aging 
buildings are alarming.  There are now about 15,000 decaying buildings aged over 30 
years in the urban area and it is estimated that the number will increase by 50% to 
22,500 in the next decade (Urban Renewal Authority, 2008).  Without timely and 
effective maintenance, aged buildings deteriorate rapidly and finally turn into 
dilapidated and derelict ones that generate negative externalities such as health and 
safety hazards to the city.  Urban renewal, therefore, is of utmost importance to arrest 
the problems.   
 
In Hong Kong, the Urban Renewal Authority (URA), formerly the Land Development 
Corporation (LDC), is the major government agency involved in the urban renewal 
process.  The aim of the URA is to address the problem of urban blight and to 
improve the quality of the neighbourhood by providing a cleaner environment and 
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upgrading the street design and community amenities.  Although the transformed 
organization advocates much on a more comprehensive and holistic approach to urban 
renewal, redevelopment actions still take the predominant role in the regeneration 
process.   
 
The beneficial neighborhood effects produced by the redevelopment projects are 
undeniable and the benefits can be non-monetary, for example, it successfully 
alleviates the negative externalities brought by the dilapidated buildings; provides a 
better-planned community layout and creates nicer living environment.  On the other 
hand, the efficiency of urban renewal can be measured in the net monetary gains 
(Broadway, 1974).  Therefore, in the context of economic reasoning, measuring the 
efficiency of the redevelopment projects should also consider the positive and negative 
externalities posed on the value of the properties near the projects.   
 
In an efficient market, information flow is immediate and random.  The implications 
of the publicly announced information will be quickly capitalized in the market and 
reflected in the asset prices.  It is suggested that the effect of the public announcement 
of the URA redevelopment projects may affect the nearby residential property prices.  
No doubt that the public may anticipate the future betterment in the environment, but at 
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the same time, certain stakeholders may be worse off.  In this sense, this study aims at 
evaluating the announcement effects of the redevelopment projects with the aid of 
hedonic regression analysis.  The empirical results can suggest the possible factors 
that contribute to the announcement effects as well as their relationship.  It is 
expected that the empirical study dedicated to this topic can provide meaningful facts 
for discussing building maintenance and urban renewal in Hong Kong.  
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2.2 Objective of this study 
In order to achieve the goal of this study, three objectives are identified and they are 
shown as below: 
 
1. To evaluate the impacts of public announcement by the Urban Renewal Authority 
of the redevelopment projects on the nearby residential property price, namely  
the URA Announcement Effects 
2. To investigate the factors that affect the URA Announcement Effects 
3. To draw the appropriate conclusion from the findings 
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2.3 Structure of the dissertation 
 
Chapter 1 will begin with the background and objectives of this study.  This section is 
to address the issues that require discussion in the later chapters. 
 
Chapter 2 is about the literature review of the studies related to the concept of urban 
renewal, real option theory and externalities in the property market.  This chapter will 
establish the theoretical framework for the dissertation.  The main theme of this study 
is to investigate the announcement effects of the redevelopment projects on nearby 
residential property prices and the relevant studies will be reviewed in this chapter. 
 
Chapter 3 will provide the overview of the urban renewal in Hong Kong.  The history 
and the development of the Urban Renewal Authority and its relevant policies and 
legislations will be presented.   
 
Chapter 4 is the outline of the methodology employed in this study.  The principle of 
the hedonic pricing model, its limitations and application will be introduced in this 
section.   
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Chapter 5 will give details of the framework for the study.  Development of the 
hypotheses and definitions of the research boundary will be exhibited.  In the end of 
this section, it will describe the data and source for the research. 
 
Chapter 6 will specify the model employed for this study.  Interpretation of the 
statistical tests and description of the variables involved in the model will be given.  
Also, the expectation of the results will be presented in this chapter.   
 
Chapter 7 will present the empirical results of the study.  The interpretation of the 
results and their implications will then be presented later in this chapter. 
 
Chapter 8 is the wrap-up of the whole study and a conclusion will be drawn.  Also, 
the limitations of this research and area for further study will be given.    
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CHAPTER 2 LITERATURE REVIEW 
This section will provide an overview of the relevant studies that develop the 
theoretical framework of this study.   
 
2.1 Concept of Urban Renewal 
The meaning of “urban renewal” is multidimensional and its context has been 
changing along with time.  For example, in 1960s, urban renewal was understood as 
“redevelopment involving the removal of the existing fabric and a change in the 
general layout of an area by the rearrangement of buildings and roads” (Uzun, 2003).  
The concept of urban renewal was somehow too generalized as introduced by Grebler 
(1964) that urban renewal as “a deliberate effort to change the urban environment by 
planned large-scale adjustment of existing city areas to present and future requirements 
for urban living and working”.  Later, focus was then put on the rehabilitation and 
renovation in the developed capitalist countries and starting in the 1980s, the meaning 
of urban renewal was come in a new dimension, stressing more on regeneration and 
gentrification of dilapidated urban areas (Uzun, 2003).   
 
In the context of Hong Kong, Ng (1998) specifies that urban renewal is the 
redevelopment and rehabilitation of the physical and social fabric of the old urban 
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areas and the concept of urban renewal should be understood as “the physical 
development of land with unexploited development potential or land under obsolete 
uses”.  According to Planning Department (1999), “urban renewal is an infrastructure 
investment to re-plan and transform the old urban areas to meet modern city living 
requirements”.  The transition from the former Land Development Corporation into 
the Urban Renewal Authority has brought the objectives of urban renewal into a more 
comprehensive and balanced approach.  This government urban renewal agency is no 
longer focused mainly on the redevelopment of the dilapidated buildings but also 
rehabilitation of buildings.  As it defines on the urban renewal strategy, “urban 
renewal is not simply a routine process of replacing old buildings with new ones.  It 
has complicated economic, political and social implications.  It is a process of 
regenerating decaying areas by means of redevelopment, rehabilitation, preservation 
and revitalization and relies on the efforts of both public and private sectors” (Urban 
Renewal Authority, 2008).    
 
Among all the quotations from previous studies, the definition used by the then Town 
Planning Division of the Lands Department in 1983 fits in the purpose of this study.  
The author’s interest in this study is to investigate the announcement impacts of the 
redevelopment projects on the property price, which should be with the older concept 
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most closely identified with the term “urban redevelopment” rather than revitalization.  
As such, the term “urban renewal” in this study should strictly refer to the “plan, 
process and programme through which the environmental quality of large derelict areas 
is upgraded by the large scale redevelopment” (Lands Department, 1983).  To avoid 
confusions, the terms “urban renewal”, therefore, is used synonymously with 
“redevelopment” in this study.   
  
2.2 The Option to Redevelop 
Real option theory suggests that “investment in irreversible assets should take place 
when a trigger value is above investments costs because of the presence of the 
non-negative option to wait” (Clapp et al., 2009a).  When applied to property market, 
it implies that property prices should inherit two value terms; one is the use value 
which is expressed as the implicit prices in the hedonic model and another is the option 
of value to redevelop to higher intensity (Clapp and Salavei, 2009; Clapp et al., 2009b).  
The option value, as explained by Clapp et al. (2009b), should “equal to the expected 
present value of the service flow from the redeveloped property less redevelopment 
cost and the forgone rent from the existing vector of hedonic characteristics” and it 
should be non-negative.    
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Redevelopment of a property will take place when the price of vacant land exceeds or 
equals the use value of its current use plus demolition costs (Brueckner, 1980; 
Rosenthal and Helsley, 1994; Munneke, 1996).  Therefore, properties with lower 
existing use value or higher land value (i.e. higher option value) are likely to be 
redeveloped first.   
 
Because of the existence of option value, misspecification of the hedonic pricing model 
could be resulted when omitting such value.  As a consequence, the coefficients of 
positively valued attributes will be biased downward while those of negatively valued 
attributes will be biased upward.  This is particularly true to the age of property as it 
captures the option value (Clapp et al., 2009a).  Due to depreciation, the use value of 
older properties decreases while the option value enhances with age. 
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2.3 Announcement Effects of the Redevelopment Projects 
2.3.1 Efficient Market Hypothesis 
Originated from the study of the financial market, particularly the stock market and 
foreign exchange market, the Efficient Market Hypothesis (EMH) states that a market 
is efficient when it adjusts quickly to new information (Fama et al., 1969).  In the 
context of financial economics studies, market efficiency is further diversified into 
three related but distinct categories, namely, allocational efficiency, operational 
efficiency and information efficiency.  According to Maier and Herath (2009), under 
EMH, financial markets are informationally efficient and the prices of traded assets 
already reflect all public available information.  The price changes under the 
informational market efficiency are totally random and unpredictable (Xu, 2008).   
 
Fama (1970) defines three forms of informational market efficiency, namely weak 
efficiency, semi-strong efficiency and strong efficiency.  The categories of the market 
efficiency correspond to different sets of information available in the market.  For the 
weak form efficiency, it mentions that future price prediction in the market is not 
possible with the use of information about the previous price movements.  The 
current market prices are only the market’s response to the historical price information.  
In the semi-strong form efficiency, the current prices should fully and quickly reflect 
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all publicly available information including all kinds of historical information which 
might affect asset prices, while asset prices in the strong form efficiency should reflect 
all information together with the insider information. 
 
2.3.2 Real Estate Market Efficiency 
Many scholars have been focused on the relationship between the information flow and 
the efficiency in the real estate market.  Kummerow and Lun (2005) emphasize that 
real estate industry has always been inherited with high transaction costs and 
considerable inefficiency due to the heterogeneity and infrequent trading of properties.   
According to Gau (1987), the imperfections of the real estate markets can be 
categorized into two types, which are the barriers to entry into real estate investment 
markets and informational inefficiencies with respect to both housing and 
income-producing property markets.  He comments that high information costs are 
employed in the real estate investment due to the localized nature of a specific real 
estate market.  The absence of a centralized system for real estate investments 
increases the transaction costs.  Besides, real estate is rather illiquid and requires large 
portion of capital investment.  These also contribute to the potential for information 
inefficiencies in the real estate market.   
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However, despite the inherence of market imperfections, real estate market can be 
considered as efficient if the value-influencing information is effectively capitalized 
into market prices.  This indicates that the participants can act on any publicly 
available information they receive and prices can adjust and reflect quickly upon the 
arrival of the information (Gau, 1987).   
 
For the situation in Hong Kong real estate market, it is renowned with its 
comparatively large amount of transaction volume, low transaction costs and high 
transparency and efficiency in searching real estate information (Chau et al., 2005 and 
Xu, 2008).  Therefore, most publicly available information can be sufficiently 
capitalized into the market.  As mentioned by Gau (1987), “efficiency is not an 
absolute concept, but rather one of degree”.  In comparison, real estate market in 
Hong Kong may not be as efficient as the financial markets in general.  But, its 
degree of efficiency is still high as this market sufficiently capitalizes most publicly 
available information and reflects quickly into the property prices.   
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2.4 Externalities in the Property Market 
Residential property price is differentiated by a unique bundle of characteristics.  It is 
made up by a function of attributes, mostly including size, physical condition, 
configuration, neighbourhood and accessibility of the property (Ridker and Henning, 
1967; Muth, 1969; Kain and Quigley, 1970 and Lerman, 1979).  Apart from the 
heterogeneous characteristics (Rosen, 1974; Tse and Love, 2000; Chau et al., 2001; 
Chau et al., 2005), immobility
1
 is one of the distinct features for the property.  
Therefore, it has been generally agreed that property price has a close association with 
the change of externalities in the property market.   
 
According to Rueter (1973), the existence and strength of those externalities are 
entirely dependent upon the satisfaction of the property buyers with the specific 
attributes of the neighbourhood and he further mentions that “the strong similarities in 
individual preferences about neighbourhood characteristics are necessary preconditions 
for the existence of significant external effects in urban property markets”.  The 
features of neighbourhood of a property can have tremendous impacts on the property 
price as the property owners can barely change the external environment economically  
                                                     
1
 According to Jacobus (2010), the immobile nature of property makes people have to come to the 
property, it cannot be brought to them.  People cannot change the environment by moving the property 
if the neighbourhood is unpleasant.  They can only move in or out the property to make the change. 
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(Yau, 2009).  The changes in the neighbourhood, consequently, can have effects on 
the property price both positively and negatively. 
 
2.4.1 The Concept of Neighbourhood  
Same as urban renewal, the definition of neighbourhood has various interpretations.  
There is no widely accepted definition among the academics, government 
organizations or even the residents themselves.  Kallus and Law-Yone (1997) also 
comment that despite its importance to design and planning of the urban environment, 
it is unexpectedly to find that only quite a few studies related to the conceptual analysis 
of the neighbourhood.   
 
In fact, there are many different geographic scales of neighbourhood and it is not so 
common for the cities or towns to have established official geographic boundaries for 
their neighbourhoods (Downs, 1981).  The National Commission on Neighbourhood 
in the United States defines: “neighbourhood is what the inhabitants think it is”.  In 
other word, the meaning of neighbourhood is a subjective view of geographic scales 
perceived by the residents in respective to that area.  Keller (1968) points out the two 
general components of the neighbourhood: the physical and the social, particularly 
with the basic elements of people, place, interaction system and shared identification.   
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From the above suggestions, it is generally accepted that the concept of the 
neighbourhood involves the subjective perceptions and needs of people, which are 
associated with what Rueter (1973) suggests about the relationship of the existence of 
the externalities in the neighbourhood.  The suggestion of what neighbourhood should 
be “not a distinct and rigid ideal, but a flexible notion that essentially follows and 
adapts itself to changing architectural/ planning trends and practices… is not used just 
to obtain “objective needs” in the making of the city or the residential area…this 
concept is used as a tool which appropriates planning to “subjective needs” as they 
stem from ideological dispositions” (Kallus and Law-Yone, 1997).   
 
2.4.2 Impacts from the Quality of Neighbourhood 
Property owners are willing to offer premiums in the existence of pleasant views in the 
vicinity.  For example, in the United States, purchasers are willing to pay premiums 
for the properties with different qualities and types of ocean views and the effect 
diminishes proportionally as the distance from the coast increases (Benson et al., 1998).  
This argument is later supported by Bourassa et al. (2004) when they conducted the 
study of the impact of views on property values in New Zealand.  They also find that 
properties in New Zeal which have attractive buildings in the proximity can have a 
37% premium to value. 
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Also, Hendon (1971) conducted a study about the effects of the park on the nearby 
property prices.  Results show that the location and the impression of the parks matter 
the property values.  The existence of parks which are aesthetically pleasing and 
well-maintained has positive influence to the property prices and vice versa.  
Properties within 500 feet of a park with good quality were comparatively 5 to 20% 
higher in value than the others farther away the park.  On the other hand, if the parks 
were poorly designed and managed, the properties in 500 feet from the park have a 10 
to 20% price drop rather than those 500 feet away from the park.   
 
The proximity of shopping malls also has a close association with the property prices 
and it has been widely accepted that the existence of shopping mall is one of the 
sources of positive externalities as providing shopping convenience and entertainment 
facilities to residents.  But at the same time, noise and traffic pollution will be 
accompanied with the development.  Sirpal (1994) examines the external effects 
introduced by different sizes of shopping malls and argues that the external effects 
generated by the shopping malls, both positive and negative, will initiate a 
compounding effect to the residential properties nearby.  However, the positive 
influence of the shopping mall will be dominant on the neighboring property prices.  
Also, positive price differences are observed in the various size of shopping mall.  
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Surrounding residential properties are found to experience greater positive impact 
when a larger shopping mall is located and vice versa. 
 
2.4.3 Impacts from Large Construction Projects Nearby 
The construction of infrastructures like subways and tunnels is one of the examples of 
the neighbourhood change.  The improvement of the transportation exerting positive 
effects to the nearby residential property prices has been reviewed by many scholars 
(Goldberg, 1972; Poon, 1978; Damm et al., 1980; Lai, 1991; Chau and Ng, 1998).  As 
this kind of construction works often lasts for years, the price of the nearby residential 
properties is expected to fluctuate during the construction process.  As indicated by 
Yiu and Wong (2005), price expectation effects will be shown during the construction 
process.  They conducted an empirical study identifying the price effects caused by 
expected and actual improvement of transportation on neighbourhood residential 
properties.  During the construction phase, the negative expectation effects due to 
nuisance was found but at the same time, premiums from the market would be offered 
for the expected benefits of the completion of the tunnel and resulted in positive price 
expectation effects. 
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2.4.4 Impacts from Housing Improvement due to Urban Renewal Projects 
Studies focused on the relationship between the urban renewal projects and the 
residential property prices are limited and most of them are based on the experience of 
western countries.  Previous studies (Rosenthal and Helsley, 1994; Baleiras et al., 
2003; Immergluck, 2007) show that large scale improvement or redevelopment 
projects can increase the values of properties nearby, especially in lower-income 
neighbourhood.  The value enhancement may even occur well before the formal 
implementation of the policies.  In Hong Kong, similar studies also show that 
residential properties are benefited by the urban renewal projects nearby.  But (2009) 
finds that positive impacts are exerted on the property prices after announcement and 
completion of the project, while the results from Wu (2006) argue that the effect will 
only be beneficial to the old buildings in the proximity of the urban renewal project 
during the construction and completion stage.    
 
However, not all the relevant studies get the same result of the positive impact exerted 
by the urban renewal projects on property prices, particularly for those in 
comprehensive development area (CDA) zoning.  Zoning for comprehensive 
development area (CDA) is one of the planning mechanisms in Hong Kong to 
eliminate incompatible land uses and facilitate urban renewal.  Development in a 
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CDA zone is required a planning approval from the Town Planning Board (TPB) and 
the development proposals will have to be shown on a master layout plan (MLP) for 
the approval by the TPB to ensure sufficient planning control and comprehensive 
development
2
. 
 
Although the study from Tse (2001) shows that development area with CDA enjoy 
better environment quality and higher economic values, the benefit of this zoning does 
not amplify to its neighbourhood.  Some scholars argue that the redevelopment 
projects in CDA did not exert any significant value enhancement effect on the 
residential properties in the neighbourhoods (Leung and Yiu, 2004; Lai et al. 2007; Yau, 
2009).  The change of the quality of the neighbourhood generated by the 
comprehensive redevelopment project does not result in a rise of the property prices 
nearby.  Lai et al. (2007) conclude one of the possible reasons is that the high-rise 
curtain-wall redevelopment projects disrupt the social network and the skyline of the 
district, scarifying the traditional Chinese commercial and social heritage of those 
areas.  Therefore, property owners close to the redevelopment areas do not feel better, 
but worse off. 
                                                     
2
 TSE, R.  Y.  C.  (2001), “Impact of comprehensive development zoning on real estate development in 
Hong Kong”, Land Use Policy, 18, pp.322 
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The impact from the housing improvement initiated by urban renewal projects to the 
property prices is still ambiguous.  There is no conclusive evidence to show whether 
the effect is positive or negative.  The discrepancy of the results may be due to 
various factors.  The location, types and scale of the redevelopment projects, the 
selection of the sample tested as well as the attitude of the citizens in different districts 
or countries towards urban renewal may contribute to the difference of the results.   
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CHAPTER 3  
OVERVIEW OF THE URBAN RENEWAL IN HONG KONG 
 
3.1 Background 
Hong Kong is renowned by its laissez faire capitalism with the government basic 
policy of minimum intervention with maximum support for economic development.  
Such underlying philosophy that “the market knows best” has significant implications 
for the organization in different policy areas.  “In the absence of an overall 
development strategy, individual policy is developed and revised according to 
expediency.  As a result, the government has become “compartmentalized, and 
bureaux and departments have different regimes of revising and executing various 
policies” (Ng, 2002).  Rabushka (1979) even comments Hong Kong as money-driven 
society and not much participation from the general public can be found in public 
affairs and governance issues.  He concludes that “the purpose of Hong Kong is to 
make money.  Hong Kong has no other public, moral, intellectual, artistic, cultural or 
ethical purpose as a society of individuals.  It is one big bazaar” (Rabushka, 1979).  
Under such governance context, it is not surprisingly that the community can have 
little voice on the urban renewal process. 
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3.2 Challenges to Urban Renewal 
It is, in fact, private-sector-led urban renewal has been dominant in Hong Kong.  
Private developers have played a significant role in renewing private residential 
properties over the years.  However, the involvement of the multiple ownership of the 
buildings has been the major constraint in land assembly for the developers to 
redevelop the dilapidated buildings effectively.  In Hong Kong, most buildings are 
held in undivided shares or by strata-titles.  A handful number of private developers 
are capable of assembling all titles of a redevelopment site due to long duration and 
high financial cost implied during the process.  As a result, small-scale or pencil-like 
redevelopments were found over the city.  Such redevelopment scale brings several 
problems to the renewing process (Adams and Hastings, 2001):  
 
1. Less improvement can be brought to the urban environment as a whole 
2. The provision of needed public open space or community facilities is difficult to 
achieve 
3. Comprehensive redevelopment of the surrounding block becomes problematic in 
future 
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Apart from these, the government had been criticized by the negligible involvement in 
the urban renewal process (Adams and Hastings, 2001; Ng et al, 2001; Ng, 2002).  
Not until 1969, the pilot redevelopment scheme in Sheung Wan was commenced by the 
government and it took 15 years to complete.  Since then, a series of urban 
improvement schemes
3
 were put forward by the government and in 1988, the Land 
Development Corporation (LDC) was established as an independent statutory body to 
undertake redevelopment by means of joint venture with private developers.  Fong 
(1985) concludes that the role of LDC, presumably, was in line with the traditional 
ruling philosophy of minimal government intervention and “to promote private sector 
development in areas where it wished to achieve social and economic goals” (Fong, 
1985, p 289).   
 
The effectiveness of LDC in solving the problem of urban obsolescence was 
questioned by many scholars (Ng, 1998; Adams and Hastings, 2001; Ng, 2002).  
During its operation period from 1988 to 2000, only 16 projects were completed, 
comprising of about 2.8 hectares of land, providing 792 flats and 269,676m
2
 
commercial and office space (LDC, 2001).  It was far behind to catch up with the rate 
                                                     
3 These included the Urban Improvement Scheme, 10-year housing programme, Comprehensive 
Redevelopment Areas and Comprehensive Development Areas (CDAs).  An inclusive review of each 
approach can be found in URA’s publication (URA, 2008). 
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of urban decay as the 1999 Policy Address mentioned that, “out of the existing 8,500 
urban buildings which are over 30 years old, some 2,200 require redevelopment or 
extensive repairs… In 10 years' time, the number of buildings over 30 years old will 
increase by 50%...” (Tung, 1999).   
 
3.3 New Approach to Urban Renewal in Late 1990s 
In order to tackle with the rapid urban deterioration and speed up the renewal process, 
the government enacted the Land (Compulsory Sale for Redevelopment) Ordinance 
(Cap. 545) in 1998 to facilitate the private developers in land assembly for 
redevelopment.   
 
For private developers, redevelopment can take place when they acquire all the 
interests in a property.  However, the process of land assembly for redevelopment can 
be costly and lengthy in the light of the problems arising from the co-ownership system 
of tenant-in-common of the properties.  During the acquisition stage, private 
developers may fail to get hold of all titles of properties because of the following 
reasons: 1) defective titles; 2) untraceable or intestacy of owners; 3) existing owners 
requesting unrealistically high prices, or 4) existing owners refuse to sell the properties 
for personal reasons.  Different from the URA’s practice (this organization was 
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established later in 2001), the land assembly process for private developers is solely 
based on negotiating agreement with the owners.  Therefore, it is expected that the 
enactment of the Ordinance can facilitate the acquisition process by allowing a person, 
who owns the majority of the undivided shares
4
 in a lot to apply to the Lands Tribunal 
for an order of sale of the whole lot through public auction for the purposes of 
redevelopment.  The Lands Tribunal may make such an order and auction the 
property when the specified criteria5 are met. 
 
Apart from the Ordinance, the government also set up the Urban Renewal Authority to 
replace the Land Development Corporation in May 2001.  Compared to the previous 
LDC, URA is rendered more power, but takes greater public accountability and 
transparency.  It also uses fundamentally different approach from LDC’s in operation 
as the government intended to adopt a new strategy in urban renewal process, which 
“aims at facilitating comprehensive planning over larger areas, providing additional 
green area of open space, and community facilities and improving road networks while 
preserving the distinctive features of the old districts concerned” (Planning Department, 
                                                     
4 The undivided shares cannot be less than 90% of the whole lot. 
5 Specific criteria are: 1) majority owners own not less than the specified majority (90%) of undivided 
shares in the lot; 2) redevelopment is justified on the ground of age or state of repair of the existing 
buildings on the lot; and 3) the majority owners have taken reasonable steps to acquire all undivided 
shares of the lot.  (Planning and Lands Branch, 2009) 
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1999).  In November 2001, an Urban Renewal Strategy was published to act as a 
broad policy guideline to the work of URA.  The strategy will set a 20-year renewal 
framework and identify about 200 priority projects in 9 target areas
6
 for which URA 
will be tasked.  Besides, a comprehensive and holistic “4R” approach, namely 
Redevelopment of dilapidated buildings, Rehabilitation of poorly maintained buildings, 
Revitalization of older areas and pReservation of buildings with historical and 
architectural significance (Legislative Council, 2009), is adopted to rejuvenate the 
urban obsolescent areas.  URA has been worked in accordance of this kind of 
approach since the promulgation in 2001.   
 
3.4 Present: Reviewing the Urban Renewal Policies 
In response to the public aspirations to maintain the social network, preserve heritage 
and respect local culture, a 2-year review of Urban Renewal Strategy has been 
launched in 2008.  It is expected the whole review process will be completed on April 
2010.  A revised approach and direction on the urban renewal process would be 
adopted after the review to allow higher proportion of public participation in response 
                                                     
6
 ADAMS, D. and HASTINGS, E. M. (2001), “Urban renewal in Hong Kong: transition from development 
corporation to renewal authority”, Land Use Policy, 18, pp. 256. The 9 target areas include Kwun Tong, 
Ma Tau Kok, Sai Ying Pun, Sham Shui Po, Tai Kok Tsui, Tsuen Wan, Wan Chai, Yau Ma Tei and Yau 
Tong. 
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to the increasing concerns towards the preservation and sustainability in our society.   
On the other hand, the Land (Compulsory Sale for Redevelopment) Ordinance has 
been found defective in promoting the rate of land assembly process (Adam and 
Hastings, 2001; Hui et al., 2008).  Since its 12 years of enactment (up to the end of 
January 2010), 64 applications have been made to the Lands Tribunal and only 21 of 
which have resulted in compulsory orders for sale made.  It is generally agreed that 
the high threshold level is the main reason contributed to the ineffectiveness of the 
Ordinance.  In response to the comments from the public, the government has 
proposed to lower the threshold level from “not less 90%” to “not less than 80%” of 
the undivided shares for three classes
7
 of land lot, and the amendment is come into 
effect in April 2010.   
  
                                                     
7 Three classes of land lot are: 1) a lot with units each of which accounts for more than 10% of the 
undivided shares in the lot; 2) a lot with all buildings aged 50 years or above; and 3) a lot with all 
industrial buildings aged 30 years or above not located within an industrial zone.  (Planning and Lands 
Branch, 2010) 
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3.5 Procedures for the URA to Implement Urban Renewal Projects 
3.5.1 Planning Stage  
- Planning Procedures 
Under sections 21 and 22 of the Urban Renewal Authority Ordinance (Cap. 563), the 
URA is required to set up a draft corporate plan covering its proposed agenda of 
projects (including proposals and implementation of the projects) for the next five 
years and a draft business plan stating the projects to be carried out in the next 
financial year.  The URA has to submit the draft corporate plan and draft business 
plan to the Financial Secretary for approval each year and the URA cannot implement 
any project which is not mentioned in the corporate plan or business plan without the 
prior approval of the Financial Secretary. 
 
- Announcement of the Projects 
The projects implemented by the URA can be either by means of a development 
scheme
8
 or a development project
9
.  The project information including the 
commencement date of the implementation of the project; a description of the nature 
                                                     
8 The definition of the Development scheme is cited in the section 25(3) of the Urban Renewal 
Authority Ordinance (Cap. 563). 
9 The definition of the Development project is cited in the section 26(2) of the Urban Renewal 
Authority Ordinance (Cap. 563). 
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and effects of the project; a plan showing the boundaries of the project; and the time 
and places where the information is exhibited for public inspection, has to be published 
in the Government Gazette for 2 months.  The public, however, is entitled to address 
objections to a development scheme under the Town Planning Ordinance or to a 
development project under the Urban Renewal Authority Ordinance. 
 
According to section 23(2) of the Urban Renewal Authority Ordinance, the 
commencement date of the implementation of the project (for both development 
scheme and project) is the date on which a project is first published in the Government 
Gazette.  On the same day of the first announcement of the project, the URA has to 
conduct a freezing survey to verify the eligibility of any person for ex-gratia 
allowances and re-housing arrangement.   
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3.5.2 Land Assembly Stage 
Offers of purchasing the properties acquired are made after a project has been 
approved.  The amount of an offer is by reference to the occupancy status of an 
owner’s property on the date of conducting freezing survey of the project subject to the 
URA’s prevailing acquisition policy10.  If the owners refuse to accept the offer and 
surrender their properties before the deadline, the URA can apply the land resumption 
under the Lands Resumption Ordinance (Cap. 124) as the last resort for the land 
assembly process.  The URA’s target to complete a redevelopment project is about six 
years.  In order to shorten the time on land assembly, applications for land resumption 
as stipulated in the URA Ordinance will carry out in line with the property acquisition 
process. 
 
Under the section 29 of the Urban Renewal Authority Ordinance (Cap. 563), the URA 
may apply to the Secretary for Development requesting him to recommend to the Chief 
Executive in Council the land required to resume for urban renewal in accordance with 
the Lands Resumption Ordinance.  To guarantee that the affected residents do not 
have to wait too long to know whether their properties will be resumed, the 
                                                     
10 Details of the acquisition policy can be available at the website of the Urban Renewal Authority: 
http://www.ura.org.hk/html/c906000e1e.html 
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recommendation made by the Secretary has a time limit.  For a development scheme, 
the URA is required to submit application for the resumption within 12 months after 
the plans for the scheme prepared under section 9 of the Town Planning Ordinance has 
been granted by the Chief Executive in Council.  For the development project, the 
URA is required to submit application for the resumption within 12 months after the 
project has been authorized by the Secretary of Development.   
 
After securing a cleared site, the URA will implement its redevelopment projects, 
either by site disposal to private developers for redevelopment, joint venture 
partnership with developers or considering redevelopment by the URA itself
11
. 
  
                                                     
11
 Urban Renewal Authority (2010), http://www.ura.org.hk/html/c400000e1e.html 
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CHAPTER 4 METHODOLOGY 
 
In this study, regression analysis using hedonic pricing model is selected to determine 
the price effect generated by the redevelopment projects on the residential properties 
nearby.  In this chapter, the explanation of the method chosen and its application for 
the study will be explained. 
 
4.1 Hedonic Pricing Model 
Hedonic pricing model is based on the idea that the characteristics of certain good 
provide pleasure to the buyer and therefore it is necessary to determine the prices of 
those characteristics (attributes), the so-called implicit prices
12
.  Rosen (1974) defines 
hedonic price as “the implicit price of attributes and are revealed to economic agents 
from observed prices of differentiated products and the specific amounts of 
characteristics associated with them”.  The hedonic price is derived as the total sum of 
the implicit prices of individual attribute.  With the aid of hedonic pricing model, the 
relationship between the property price and its attributes can be recognized.  Buyers’ 
preference is realized as well through comparing the implicit price of each attribute 
                                                     
12
 KUNOVAC, D., DOZOVIC, E., LUKINIC, G. and PUFNIK, A. (2008), Use of the hedonic method to 
calculate an index of real estate prices in Croatia, Working Papers W-19. Croatian National Bank, pp. 
19. Available at: http://www.hnb.hr/publikac/istrazivanja/w-019.pdf 
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investigated. 
 
As aforementioned, as a consequence of the heterogeneous nature of the property, the 
property price is affected by a significant number of potential attributes.  In 
constructing the model, these potential attributes should be under consideration.  In 
the context of Hong Kong, residential property attributes can be classified into three 
categories (Mok, 1995), they are but not limited to:    
 
1. Structural traits (S), which are descriptors of the building itself; 
2. Location traits (L), which reflect the access to economic and social facilities; 
3. Neighbourhood traits (N), which reflect the quality of the neighbourhood 
 
The property price (P), therefore, can be denoted as: 
P = f(S, L, N) 
 
Following the above expression, a typical hedonic equation is shown as below: 
𝑃𝑖𝑡 = 𝛽𝑗 (𝐴𝑗𝑖𝑡 ) +  𝛼𝑡(𝐷𝑖𝑡) +  𝜀𝑖𝑡                                        (1)
𝑇
𝑡=1
𝐽
𝑗=1
 
where 𝑃𝑖𝑡  represents the logarithm of the transaction price of property i at time t (i = 
1, …, n; t = 1, …, T), 𝛽𝑗  represents the implicit price for the j
th
 property characteristic 
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𝐴𝑗𝑖𝑡  (j = 1, …, J), 𝛼𝑡  represents the logarithm of the price index at time t, 𝐷𝑖𝑡  
represents the time dummy, which is set to 1 if the i
th
 unit is sold at time t and to 0 if 
otherwise, 𝜀𝑖𝑡  represents the error term with mean zero and variance σ
2
.    
 
After correctly specifying the parameters in the equation, the price index can be 
derived by incorporating time dummy variables in data that have been aggregated for 
over two or more periods.  The coefficients from those variables can then be used to 
calculate the index (Palmquist, 1980).   
 
4.2 Limitations of the Model 
Generally speaking, there is no specification for a completely correct model in the 
hedonic theory.  The reason for this is that the amount of attributes is ample and they 
are, in practice, difficult to collect and manage; some may be of exceedingly poor 
quality and further, the sign of the estimated coefficients are likely sensitive to the 
model’s specification (Chau et al., 2001).  Also, the hedonic model is mis-specified 
with the presence of significant option value (Clapp and Salavei, 2009).  Because of 
such limitations, Butler (1982) suggests that the function of the hedonic pricing model 
should include only those attributes which are costly to produce and yield utility to 
residents.  Therefore, a proxy to capture the option value has to be introduced in the 
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model if significant option value is present.   
 
4.3 Drawbacks of the Model 
According to Meese and Wallace (1997), the hedonic pricing model ignores both the 
functional form of the relation and of the appropriate set of property attributes to 
include in the analysis.  These can give rise to the inconsistent estimates of the 
implicit prices of the attributes.  Also, the consistent estimation of implicit hedonic 
prices will be based on the relatively heroic assumption that all omitted variables are 
orthogonal to those included in the analysis.  Diewert (2007) also comments the 
reproducibility problem suffered by the model.  Various empirical results can be 
generated when different property attributes, different functional forms and different 
stochastic specifications are introduced into the model.   
 
4.4 Application of Hedonic Pricing Model 
In short, the objective of adopting the hedonic pricing model in this study is to deal 
with the heterogeneous problem of the property by regressing transaction prices on a 
package of noticeable attributes like size, floor level, age, etc. to achieve the control of 
quality variation.   
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According to Hill et al. (2007), choosing an appropriate set of explanatory variables is 
critical to lower the possibility of omitted-variable bias or inflated variances from 
irrelevant variables.  But this is not an easy task as there is no specification of 
defining the best model.   
 
In this study, residential property price will be denoted as dependent variable and 
certain property attributes which are presumably to influence the residential property 
price significantly will be identified and denoted as independent variables in the 
hedonic equation.  The accuracy of the result is closely related to the degree of 
relevance of the variables chosen.  As mentioned before, there are abundant attributes 
affecting the property price.  Although employing as many variables as possible may 
help increase the predictability of the model, the complexity of the analysis will raise 
as a result (Mason and Quigley, 1996).  Therefore, only variables which give 
significant determination of the property prices are selected.  The structural attributes 
age (AGE), flat size (SIZE) and floor level (FL) are employed in the model as they are 
tested by many studies of their indispensible impact on the residential property price in 
Hong Kong (Mok, 1995; So et al., 1997; Tse and Love, 2000; Chau et al, 2001 and Yau, 
2009).   
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CHAPTER 5 THEORETICAL FRAMEWORK AND HYPOTHESES 
 
5.1 The Impacts of Redevelopments on Nearby Property Prices 
This study evaluates the impacts of the announcement of redevelopment projects 
undertaken by Urban Renewal Authority, a quasi public sector organization, on the 
nearby residential property prices (URA Announcement Effects).  Redeveloping 
dilapidated buildings in urban blight areas has been viewed as an effective solution to 
regenerate the neighbourhood condition.  In theory, it should alleviate the negative 
externalities posed by the poorly maintained buildings such as nasty living 
environment and public health hazards and at the same time generate positive 
externalities such as a cleaner and nicer environment as well as provision of additional 
amenities to the community.  However, redevelopment of an old area may have 
unintended consequences on older buildings in the immediate vicinity as chance of 
these older buildings being redeveloped in the near future may diminish leading to a 
negative impact on their prices.  These two contradictory effects exhibit a 
compounding effect on the property prices upon the announcement of the 
redevelopment projects.  Therefore, the objectives of this study are to analyze the 
announcement effects on the nearby residential property prices and examine the 
possible factors affecting the announcement effects. 
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5.1.1 Announcement Effects of the Redevelopment Projects 
Under the efficient market hypothesis, upon the announcement of the redevelopment 
project, the details of the project will become publicly available information and it will 
be quickly capitalized into the asset prices affected by the new information. 
 
To the residential properties close to the redevelopment project, presumably, there are 
two possible but opposite effects.  The first one is the positive impact posed to the 
property prices.  According to previous researches, it is expected that neighbourhood 
quality changes contribute to the changes in property value.  The improvement works 
brought by the redevelopment projects affect the neighbourhood quality, leading to a 
positive effect to the surrounding residential property.  The unattractive and miserable 
environment posed by the dilapidated buildings can be improved by the redevelopment 
projects, resulting in a better neighbouring environment, both physical and visual.  
Therefore, the scale of redevelopment project relative to the number of nearby 
properties matters.  Larger the development area relative to the area of the affected 
immediate vicinity, stronger the positive impact should be.  Therefore, the first 
refutable hypothesis (H1) about the relationship of the relative size of the 
redevelopment area and the nearby property prices can be tested and the hypothesis 
will be shown in the later section.  
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Also, along with the new development, additional facilities (mostly retails) may be 
provided.  People nearby will enjoy convenience in shopping and certain 
entertainment possibilities upon the completion of the development.  This provides 
another positive externality to the nearby residential property prices.  Therefore, after 
the announcement of the project details (i.e. the nature of the development, site 
boundary and additional facilities provided along with the project), people generally 
anticipate the future betterment, projecting a positive price effect into the property 
price.  As such, the second hypothesis to be tested will be the price effect imposed by 
the commercial components on the surrounding property prices and the hypothesis (H2) 
will be presented later. 
 
On the other hand, redevelopment of an area implies a diminishing effect on the 
chances for the neighbouring properties’ to be acquired and regenerated by the URA or 
other private developers in the near future.  As mentioned by Clapp et al. (2009a and 
2009b), older properties are found to have higher option value as their intensity (i.e. the 
ratio of existing use value divided by land value) is relatively low.  The potential 
capital gains after redevelopment are enormous.  But, the multiple ownerships feature 
of the properties in Hong Kong diminishes the option value by introducing higher 
transaction costs when achieving consensus from property owners to redevelop as 
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compared to property with single ownership.  The involvement of the URA in 
redevelopment acts like an agent to lower these transaction costs.  Thus, when the 
likelihood of a property being acquired by the URA for redevelopment reduces, its 
option value due to higher transaction costs and market price will decline as well.  
Likely, older buildings exercise a stronger negative effect as their market prices are 
more sensitive to the changes in the option value of redevelopment.  The third 
hypothesis (H3) is developed to test the announcement effects of the redevelopment 
projects on the older property prices nearby. 
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5.2 Hypotheses 
Since there are two opposite effects, the overall URA Announcement Effects cannot be 
logically deduced.  However, based on the previous analysis, hypotheses on the 
factors that affect the URA Announcement Effects can be derived as follows: 
 
H1: The relative scale of redevelopment, defined as the ratio of the site area of the 
redevelopment project to the area of the lot which the redevelopment project locates, 
has a positive impact on the property prices of neighbouring properties after the 
announcement of the redevelopment projects, other things being equal. 
 
If this hypothesis is true, after the announcement of the redevelopment projects, value 
enhancement effect on the surrounding property prices should be observed. 
 
H2: Publicly accessible commercial components in the URA redevelopment project 
exert a positive impact on the property prices of neighbouring properties after the 
announcement of the redevelopment projects, other things being equal. 
 
If this hypothesis is true, properties near the redevelopment area should experience an 
upward trend on their prices after the announcement of the redevelopment projects.   
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H3: The announcement of the URA redevelopment projects has a stronger negative 
impact on older than newer nearby properties, other things being equal. 
 
If this hypothesis is true, older buildings situated near to the redevelopment area should 
witness a greater drop in their prices. 
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5.3 Definition of the Redevelopment Projects 
The redevelopment projects studied will be the projects initiated by the Land 
Development Corporation and/or the Urban Renewal Authority. 
 
5.4  Definition of the Neighbourhood 
The neighbourhood of the residential properties is defined as the areas within the same 
lot as the redevelopment project situated.  The main reason for this is that the sample 
properties are expected to capture the most significant effects brought by the 
redevelopment as they are located in the closest distance.  The Pittsburgh’s case 
studied by Rueter (1973) states that “property will suffer significant external effects 
only from those features within one hundred and fifty feet of its boundaries”.    
 
Also, study which was done by Hendon (1971) gives the consensus of the magnitude 
of external effects to the property value.  Therefore, in order to evaluate the largest 
significant effect of the externalities, the property prices observed should be within the 
same lot of the redevelopment project.   
 
The hedonic regression model for this study is not capable of differentiating the price 
effects due to the proximity to a certain community facility or the redevelopment 
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project itself (Lai et al., 2007).  Thus, a large portion of the price effect can 
contaminate the announcement effect exercised on the sample property prices.  Also, 
as proved by But (2009), the strength of the impacts exerted by the redevelopment 
project is proportional to the proximity of the residential properties to that area.   
 
5.5  Definition of the Residential Properties in the Immediate Vicinity 
In this study, the properties located in the immediate vicinity are defined as the 
properties which located in the same lot of the redevelopment project and not 
partitioned by roads in order to observe the most significant external effects.  Take the 
Bedford Road/ Larch Street redevelopment project in Tai Kok Tsui as an example, the 
properties within the red boundary will be viewed as the sample for testing and the 
price change of the sample will be investigated in this study.   
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Source: http://www.ura.org.hk/html/c800000e21e.html 
Figure 1 Definition of the residential properties in the immediate vicinity 
 
5.6  Time Frame for Each Project 
The boundary of the timeline is necessary in this study to measure the price movement 
of the samples.  The price effect would be immediately reflected in the market once 
the information regarding the redevelopment projects was announced.   Hence, the 
announcement date for the projects is the first date of the freezing survey.  On that 
date, the URA will release the details of the redevelopment project and the information 
will immediately become publicly available. 
 
Redevelopment project 
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5.7  Measuring Market Return of Properties 
The price change of the nearby properties to the redevelopment area may be due to the 
market influence.  Therefore, the impact exerted by the market performance has to be 
abandoned to reflect the net movement of the price level of the properties nearby 
before and after redevelopment.   
 
The University of Hong Kong Real Estate Index Series (HKU-REIS)
13
, a modified 
repeat sales index, is used in this study to capture the price movement.  The index is 
constructed based on the actual transaction records of completed private residential 
properties registered in the Land Registry of the Hong Kong SAR Government.  The 
index covers the whole Hong Kong area and is a weighted average of sub-indices for 
three sub-regions in this city, specifically The University of Hong Kong Hong Kong 
Island Residential Price Index (HKU-HRPI), The University of Hong Kong Kowloon 
Residential Price Index (HKU-KRPI) and The University of Hong Kong New 
Territories Residential Price Index (HKU-NPRI).   
 
The indices are constructed in a monthly basis so that it can capture a small change 
from such volatile market in Hong Kong.  They will be used as a price deflator of the 
                                                     
13
 Data for the HKU-REIS are shown in Appendix II. 
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property prices of the sample, allowing the comparison of the property prices at 
different points in time and reflecting the net change of price level of the sample 
properties. 
 
5.7.1 Repeat Sales Model 
The University of Hong Kong Real Estate Index Series is constructed with the aid of 
repeat sales model.  As introduced initially by Bailey et al. (1963), repeat sales 
method can be viewed as an alternative estimation method to hedonic price index 
method.  It uses information on properties which are transacted on the market more 
than once over the time to capture the price change of a property.  The underlying 
principal of this model is that by utilizing information on the identical properties that 
have been sold repeatedly in the sample period, the quality of the properties is assumed 
to be unchanged over time so that the property attributes need not be addressed.   
 
Considering the difference between transaction prices of a property measured at time t 
and T.  With reference to the hedonic pricing model, the relationship is: 
𝑃𝑖𝑡− 𝑃𝑖𝑇 = 𝛽𝑗 (𝐴𝑗𝑖𝑡− 𝐴𝑗𝑖𝑇 ) + 𝛼𝑡(𝐷𝑖𝑡 −  𝐷𝑖𝑇) + (𝜀𝑖𝑡 −  𝜀𝑖𝑇)
𝑇
𝑡=1
𝐽
𝑗=1
            (2) 
 
where 𝑃𝑖𝑡  represents the logarithm of the transaction price of property i at time t (i = 
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1, …, n; t = 1, …, T), 𝛽𝑗  represents the implicit price for the j
th
 property attributes 
𝐴𝑗𝑖𝑡  (j = 1, …, J), 𝛼𝑡  represents the logarithm of the price index at time t, 𝐷𝑖𝑡  
represents the time dummy, which is set to 1 if the i
th
 unit is sold at time t and to 0 if 
otherwise, 𝜀𝑖𝑡  represents the error term with mean zero and variance 𝜎𝜀
2. 
 
Under the assumption that the quality of the property does not change over time, all 
property attributes cancel out each other for the j
th
 and the change in the transaction 
prices between the two dates is found to be a function of the time between sales
14
.  
The term  𝛽𝑗 (𝐴𝑗𝑖𝑡− 𝐴𝑗𝑖𝑇 )
𝐽
𝑗=1  in equation (2) will be faded away.  In this case, the 
model reduces to:  
𝑃𝑖𝑡− 𝑃𝑖𝑇 =  𝛼𝑡  (𝐷𝑖𝑡𝑇 ) + 𝜀𝑖𝑡𝑇
𝑇
𝑡=1
                                           (3) 
 
where the subscript T and t represent the first sale and the second sale of the property i, 
and 𝐷𝑖𝑡𝑇  and 𝜀𝑖𝑡𝑇  represent (𝐷𝑖𝑡 −  𝐷𝑖𝑇) and (𝜀𝑖𝑡 −  𝜀𝑖𝑇) respectively. 
  
                                                     
14
 GATZLAFF, D. H. AND HAURIN, D. R. (1997), “Sample selection bias and repeat-sales index estimates”, 
Journal of Real Estate Finance and Economics, 14, 1-2, pp. 3 
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5.8 Data and Source 
The sample set consists of 4,938 transaction records ranged from January 1991 to 
December 2009.  Pre-sale transactions are discarded.  Of these 4,938 transactions, 
4,659 of them are valid and used for testing.  There are 15 redevelopment projects 
involved in total
15
.  All of them are located in Hong Kong Island and Kowloon.  To 
date, 8 of them are in completion while the rest are either under demolition or 
construction. 
 
The transaction data can be obtained from the electronic form of the Economic 
Property Research Centre (EPRC thereafter).  EPRC is a research database containing 
a wrap-up of property information, mostly residential, in Hong Kong.  It provides not 
only the transaction prices of the residential buildings, which are collected from the 
Land Registry, but also some building characteristics like the size, in terms of Gross 
and Net Floor Areas, of each residential unit; the number of buildings, whether it is a 
single block or a development; year of construction; the orientation and the layout of 
each unit.  EPRC also includes block and site transaction information.   
 
 
                                                     
15
 The details of the redevelopment projects can be found in Appendix I. 
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Most of the announcement dates of the redevelopment project are available in the press 
releases of the Urban Renewal Authority, while the rest of the information is found in 
the local newspaper archives.  The first date of conducting freezing survey will be 
denoted as the announcement date. 
 
For the information of the urban renewal projects, details are provided in the 
Legislative Council (LegCo) Panel Papers as the Urban Renewal Authority has to 
report the progress of work and its work plans for the coming year to the Legislative 
Council.  The project highlights will include the project site information, project 
development information and the project status. 
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CHAPTER 6 MODEL SPECIFICATION 
 
6.1 Interpretation of Statistics 
The interpretation of the test statistics can illustrate the accuracy and significance of 
the empirical results in this study.  Statistical tests including the coefficient, t-statistics, 
the coefficient of the determination (R
2
) will be employed in the model to interpret the 
result.  They will be discussed as below: 
 
6.1.1 Coefficient, α 
The value of coefficient determines the relative importance of independent variables to 
the dependent variable.  It shows the percentage change of the dependent variable for 
a unit change of the corresponding independent variable.  The sign of the coefficient 
indicates if the independent variable directly or inversely affects the dependent variable.  
For example, if the coefficient of the independent variable AGE is negative, it implies 
that the property price is decreasing with the increase in the age and vice versa. 
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6.2.2 t-statistics, t 
The significance of the impact of each of the independent variable on the Real 
transaction price of the property can be observed with the use of t-statistics.  The 
value of t depends on the ratio of the coefficient to its standard coefficient.  The 
relationship is shown as follows: 
𝑡 = │
𝛼𝑖
𝑆𝛼𝑖
│ 
where αi is the coefficient of independent variable and Sαi is the standard error of that 
coefficient.   
 
The value of t refers to the likelihood that the value of the coefficient αi equals to zero.  
As the larger the t-value, the more accurate the regression analysis will be (i.e. the less 
likely αi = 0, which exerts no effect to the dependent variable, RP).  The significance 
tested can only refer to the chance that RP is affected by the independent variable, but 
not the magnitude of its effect to RP.  This means that a coefficient can be statistically 
significant to the dependent variable (high t-value), yet the magnitude of the effect of 
independent variable on dependent variable can be very small (low α-value). 
 
The calculated t-value for each independent variable can then be check against with the 
critical value of t corresponding to the desired significant level.  The critical value of t 
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can be obtained in the t-distribution table.  The following equation is to demonstrate 
the significance level of the calculated t-value: 
𝑡 >  T(1−p,d.f.) 
 
where t is the absolute value of t-statistic calculated in the regression, p is the 
probability of the coefficient equals to zero, d.f. is the degree of freedom and T is the 
critical value of t for a given p and d.f.. 
 
If the calculated t-statistics is larger than T for a given significance level x% and 
degree of freedom, then the coefficient is said to be significant at the x% level or 
significant at the (1-x)% confidence level.  For example, given the significance level 
is 5%, when the absolute value of t-statistics is greater than the critical value of t, the 
independent variable is said to be significant at the 5% level or significant at the 95% 
confidence level, meaning that the chance that the independent variable has no effect to 
dependent variable is only 5%.  In general, the higher the absolute value of t-statistics, 
the more significant the independent variable.    
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Degree of freedom (d.f.) is the difference between the number of observations and the 
number of independent variables minus one.  It is expressed as the following 
equation: 
d.f. = N – k – 1 
 
where N is the number of observations, k is the number of independent variables 
(excluding the constant). 
 
6.1.3 Coefficient of Determination (R
2
) 
It is used to determine the fitness of the functional form of the regression model and 
the value of R
2
 indicates the explanatory power of the model that the proportion of 
variation in the dependent variable is due to the change in the independent variable.  
The value of R
2 
ranges from zero to one.  The higher the R
2
, the higher explanatory 
power the model is.  For example, if the R
2
 of the regression model is 0.75, this 
implies that 75% of the changes in the dependent variable are due to the changes in the 
independent variable. 
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6.2 Description of variables 
6.2.1 Dependent Variable  
-  RP, Real price of the property in Hong Kong dollars 
The transaction price of the sample properties should be deflated before inputting into 
the model.  The prices are deflated by the Real Estate Price Index published by the 
University of Hong Kong corresponding to the region that the project located.  The 
indices are shown in the Appendix II.   
 
The indices use January 2000 (i.e. 100) as the constant price.  The real price, RP, is 
adjusted by deflating the transaction price of the properties corresponding to the 
monthly regional index.  The real price is calculated as below: 
 
Real Price =
Transaction price x 100
Corresponding Monthly Price Index
 
 
6.2.2 Independent Variables 
-  AGE, age of the building 
The age of the building in years is the difference between the date of the issue of the 
occupation permit of the project and the date of transaction, which is denoted as the 
date when the Agreement of Sale and Purchase is signed (ASP).   
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ln(AGE) is used to model the declining impact of age on price.  ln(AGE) is used 
instead of AGE and AGE
2
 to model the non-linear effect of age since the former 
involves estimation of less coefficients.  This is particularly the case when interacting 
the age variables with the event dummy T gives rise to estimation of 4 coefficients as 
compared with 2 coefficients in case of using ln(AGE).  With 4 coefficients, the 
results are more difficult to interpret when testing the Hypothesis 3 (H3).  ln(AGE) 
also represents a declining impact of age of on real price as age increases, since 
0
)ln(
)ln(
1 



AGE
RP
 
 
Due to depreciation effect, 
0
)(
)ln( 1 


AGEAGE
RP 
 
 
Since AGE > 0 therefore the % decline in price is not constant as age increases.  The 
% decline is smaller as age increase.  Alternatively, the second derivative is and the 
sign of which is opposite to that of the first derivative.   
0
)(
)ln(
2
1
2
2



AGEAGE
RP 
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- GFA, the Gross Floor Area (GFA) of the property 
The size of a property is measured in the Gross Floor Area in square feet, ft
2
, which 
usually includes common areas with the building, for example, corridors, lift lobby and 
lift shafts
16
.  The reason for this is that, the property size in the data set should have a 
common measurement of size.  As the size of the transacted properties is commonly 
recorded in the form of GFA in the source of data, EPRC, GFA is used instead of the 
saleable floor area (SFA).  This variable should have a positive sign to the dependent 
variable. 
 
According to Mok et al. (1995), the property price per sq. ft. is inversely proportional 
to the size of the unit.  This means that property with larger size has lower price per 
sq. ft. than the smaller one.  A negative sign for the GFA’s coefficient is expected as a 
result. 
 
- FL, the floor level of the transacted property  
The floor level is the number of story where the transacted property is located.  The 
floor level is directly proportional to the height of the property.  The higher the floor 
                                                     
16
 Definition of the Gross Floor Area (GFA) can refer to the Regulation 23 (3)(a) of the Buildings 
(Planning) Regulations of the Buildings Ordinance (Cap 123F).   
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level, the higher the property is and better view and environment is expected.  In 
general, the property price for the properties situated higher in a building should be 
higher and hence the coefficient of the FL should be positive in sign. 
 
6.2.3 Dummy Independent Variable 
Dummy variable is included for representing qualitative factors of the regression 
model that can affect the dependent variable.  In this case, the dummy variable is used 
to control the time-series data.  A dummy variable, T, as reflecting the announcement 
event, will be employed to study the price change.  Only 0 or 1 will be used for 
showing the time difference.   
 
- T, the announcement effect  
The URA announcement is an event that may affect prices of nearby properties.  A 
binary dummy, T, is used to model this event.   If the transaction of the sample 
property took place after the announcement of the project, T assigned the value “1” and 
“0” otherwise.  
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6.2.4 Interaction Variables 
An interaction term is made up of two independent variables in the model.  By 
introducing the interaction variables in the regression model, the joint effect of the two 
independent variables can be estimated.   In this study, T is interacted with three 
independent variables to test the three hypotheses 
 
- T1*COM, the announcement dummy interacting with the total commercial 
floor area, a proxy for the quantity of additional publicly accessible facilities  
This interaction variable is to investigate the impact of the additional provision of the 
public accessible facilities to the property price.  As newly facilities such as shopping 
centres are likely to be provided by the redevelopment project, it is expected to pose 
positive effect to the property prices and results a positive sign in the coefficient of 
T1*COM (H1).    
 
- T1*SL, the announcement dummy interacting with the ratio of the site area of 
the development to the total lot area, a proxy for the relative scale of the 
redevelopment area  
The impact of the relative redevelopment scale on property prices can be studied by 
using this variable.  Redevelopment area introduces improvement works to the 
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surrounding neighbourhood, therefore, it is postulated that the larger the 
redevelopment scale, the more positive impact posed on the immediate vicinity.  Then, 
positive sign should be expected to represent the beneficial effect of the redevelopment 
on the property prices (H2). 
 
- T*ln(AGE), the announcement dummy interacting with the age of property 
As mentioned before, properties adjacent to the redevelopment area implies that their 
chance to be acquired to redevelop in the near future is decreased.  A minus sign for 
this variable is expected and it indicates that the announcement effect has an inverse 
effect to the building age.  Simply, it means that the older the building, the negative 
price effect is greater (H3).   
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6.3 Summary of the Variables 
 
Variable name Variable description Data source 
Standard hedonic pricing model 
RP Real price of the property per 
GFA and deflated by HKU-REIS 
real estate index 
EPRC 
AGE Age of the property in years EPRC 
GFA Size of the property in square 
feet 
EPRC 
FL Floor level of the property EPRC 
T Announcement date of the 
redevelopment project.  Equals 
to 1 if the property was sold 
after the announcement date and 
0 otherwise 
Press releases from the 
URA and local 
newspaper archives 
COM Commercial floor area of the 
redevelopment projects in 
thousands of square meter 
LegCo panel papers 
SL Ratio of site areas of 
development to site areas of the 
lot 
LegCo panel papers 
 
Table 1 Summary of the variables and their corresponding data source  
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6.4 Descriptive Statistics 
 
 Minimum Maximum Mean 
Standard 
Deviation 
RP 308 6,167 2,630 728.58 
GFA (in ft
2
) 239 1,622 461.91 113.7 
FL 1 33 12 6.95 
AGE (in years) 0.08333 46.5 12.46 10.47 
COM (in 1,000 m
2
) 0 3.919 1.856 1.214 
SL 0.03769 0.8438 0.3528 0.1978 
T 0 1 - - 
 
Table 2 Descriptive statistics for variables used in the analysis, from Jan 1991 to Dec 2009 
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6.5 Hedonic Equation 
The housing price index for the redevelopment projects is constructed by 
semi-logarithm hedonic pricing model.  Such model is presented by the equation 
shown as below, which is estimated by the ordinary least-squares technique: 
 
ln(RP) = α0 + α1ln(AGE) + α2GFA + α3FL + α4T + α5T*COM + α6T*SL 
+ α7T*ln(AGE) + ε 
 
where RP = real price of property per GFA; 
 α0 = constant term; 
α = coefficient of the independent variable; 
AGE = the age of the property in years; 
GFA = Gross Floor Area of the property in square feet; 
FL = floor level of the property; 
T = announcement event, equals to 1 after announcement date and 0 otherwise; 
COM = commercial floor areas (in thousands of m
2
);  
SL = ratio of site areas of redevelopment to site areas of the lot. 
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6.6 Expected Results 
In this case, the price effects due to the interaction variables, T*COM and T*SL, should 
be positive, if Hypotheses 1 and 2 are correct.  Also, if Hypothesis 3 is correct, a 
minus sign should be postulated for T*ln(AGE). 
 
Type of variables Symbol of independent variable Expected coefficient sign 
Quantitative 
independent variable  
AGE - 
GFA - 
FL + 
Dummy 
independent variable 
T - 
Interaction variable T*COM + 
T*SL + 
T*ln(AGE) - 
Table 3 Summary of the expected sign for the coefficient of independent variables 
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CHAPTER 7 EMPIRICAL RESULTS AND ANALYSIS 
 
In this chapter, the empirical results of the hedonic pricing model will be presented and 
elaborated.  Any implications shown from the results will be discussed in the end of 
this section.  The objective of this study is to examine the announcement effect of the 
redevelopment projects on the neighbouring residential properties.  It is found that the 
results are consistent with the expected outcome.  .   
 
7.1 Hedonic Regression Model 
 
ln(RP) = α0 +α1ln(AGE) +α2GFA +α3FL +α4T +α5T*COM +α6T*SL  
+ α7T*ln(AGE) + ε 
 
where RP stands for the real transaction price per GFA, AGE is the building age in 
years, FL is the floor level of the property, T is the dummy variable which equals to 1 
after the announcement date of the project and 0 otherwise, COM is the commercial 
floor areas (in thousands of m
2
), SL is the ratio of site areas of development to site 
areas of the lot, α is the coefficient and ε is the random error. 
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7.2 Empirical Results 
The empirical results are presented in the table 4.  The adjusted R-squared is 0.49, 
indicating that about 49% of the variation of the dependent variable can be explained 
by the independent variables in the regression model.   
 
Dependent Variable: ln(RP)   
Method: Least Squares   
Sample: 1 4938 IF AGE>0 AND DK2=0  
Included observations: 4659   
     
      Coefficient Std.  Error t-Statistic Prob.    
     
     C 8.038790 0.015979 503.0775 0.0000 
ln(AGE) -0.104987 0.002706 -38.79934 0.0000 
GFA -0.000361 2.66E-05 -13.56790 0.0000 
FL 0.012720 0.000531 23.95802 0.0000 
T 0.091588 0.018448 4.964517 0.0000 
T*COM 0.029339 0.004204 6.978978 0.0000 
T*SL 0.250075 0.024545 10.18856 0.0000 
T*ln(AGE) -0.084722 0.006575 -12.88545 0.0000 
     
     R-squared 0.493247     Mean dependent var 7.819051 
Adjusted R-squared 0.492484     S.D.  dependent var 0.317037 
F-statistic 646.7204 Prob(F-statistic) 0.000000 
     
     
Table 4 Empirical results of the hedonic regression model 
 
All estimated coefficients of the structural attributes are statistically significant at the 
1% level.  From the results, it is found that real property prices decrease with the 
building age at a declining rate.  The real property prices also decrease with the size 
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of the flat indicating the larger units were sold at the lower price per gross floor area.   
The coefficient of floor level is positive and significant, which is suggested that unit on 
higher levels are more expensive due to a cleaner and quieter environment as well as 
better views.  The results are as expected and consistent with similar studies.    
 
The coefficients of the two interaction variables, T*COM and T*SL are positive and 
significant at the 1% level.  This suggested that the area of commercial components in 
the redevelopment projects and the relative scale of the redevelopment have positive 
impact on nearby property prices, which is consistent with the prediction of H1 and 
H2. 
 
The coefficients of the two interaction variables, T*ln(AGE) is negative and significant 
at the 1% level.  This suggested that the nearby older housing units depreciated faster 
after the announcement of URA redevelopment projects.  The result shows that the 
real option value of redevelopment decline after announcement of redevelopment 
project and this confirms H3. 
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7.3 Interpretation of the Results 
The sign of the coefficient of the dummy variable (T) is positive and significant at the 
1% level. However, this does not mean that the net URA Announcement Effects are 
always positive since T also interacts with other independent variables.  The average 
effect of announcement of URA redevelopment project within the sample is:  
α4+α5EXP(COM) +α6 EXP(SL) + α7ln(EXP(AGE)) 
where EXP(X) denotes the sample mean of X. 
 
From the result, the average announcement effect is: 
 0.091588 + 1.856*0.029339 + 0.3528*0.250075 + -0.104987* 2.522524  
= -0.030565 
 
Thus, the average announcement effect of the redevelopment projects should be about 
-0.03, resulting in a negative impact to the surrounding property prices in general.  
With the announcement effect, the residential properties nearby have generally 
decreased 0.3% in value. 
 
On the other hand, price depreciation in the older properties is magnified after the 
announcement of the redevelopment projects.  Before the announcement, the 
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magnitude of ln(AGE) is about -0.1, which indicates that as the building increases in 
age by 1%, its value declines by 0.1%.  However, the declining rate in property price 
is doubled and increases to 0.185% (i.e. = 0.1+0.085%) after the announcement of the 
redevelopment projects.   
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CHAPTER 8 CONCLUSIONS  
This section will present a summary of the dissertation including the review of the 
results and the implications. 
 
8.1 Summary of Findings 
Urban renewal is generally agreed on the efficiency of improving urban decay.  The 
generation of beneficial neighbourhood effects such as reducing the negative 
externalities posed by the dilapidated buildings, creating better environment and 
introducing new amenities in the community provides positive impact to the 
surrounding environment.  However, when measuring the efficiency of the 
redevelopment projects in terms of net monetary gains, the negative impact to the 
properties in the immediate vicinity should not be ignored.  There are two 
counterbalancing effects produced by the announcement of the redevelopment projects 
and these effects cannot be logically deduced.  The net Announcement Effect can be 
derived from empirical regression analysis by evaluating the three factors, namely the 
commercial area components in the redevelopment projects, the relative size of the 
redevelopment projects and the Announcement Effects towards the building age.   
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In this study, the author confirms the three hypotheses that, after announcement, the 
provision of the commercial components in the projects and the relative size of the 
redevelopment projects matter the surrounding property prices in a positive way.   
However, price depreciation is observed in the older properties closer to the 
redevelopment while the declining rate is greater with the Announcement Effects.    
 
These empirical findings consolidate the literature discussed in the previous chapters.  
Property prices are inherited both implicit value of the attributes and real option value 
of redevelopment.  Undoubtedly, redevelopment projects will affect the real option 
value, either positively or negatively.  In this study, it is found that the declining rate 
of the price of older buildings is twice after the announcement.  This shows that the 
efficiency of urban renewal, measured in net monetary gain, is not significant, 
particularly to the aging buildings.  However, this unintended consequence of 
public-sector-led urban renewal should also exist in other cities but there have been 
few studies dedicated to this area, further investigation is recommended. 
 
The findings in this study provide some hints to the public administrators on the 
promotion of building maintenance strategy in Hong Kong.  It is not uncommon to 
observe that the owners of the dilapidated buildings are reluctant to carry out regular 
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maintenance and major repair works as they are looking for the possibility to be 
acquired and redeveloped by the URA or other developers in the future.  However, the 
potential of those buildings to be redeveloped in the proximity is likely decreased with 
the announcement of the URA redevelopment projects, at least in the foreseeable future.  
Timely maintenance is required for those buildings and it is possible for the 
administrators to take possible measures to promote proper maintenance in the 
neighbourhood to prevent undesirable effects on the local residents. 
 
Also, the findings further advocate the need to carry out comprehensive approach to 
the urban renewal projects.  Let alone the problems brought by the pencil-like 
redevelopments, the positive external effects generated by larger relative size of the 
redevelopment are strengthened by the findings of this study.  Surrounding residents 
are also better off with the convenience in shopping with the provision of the publicly 
accessible commercial facilities.  Despite of the recent critics about the massive 
development with resembling layout (i.e. high-rise curtain-wall development with 
enormous shopping malls underneath), the beneficial neighbourhood effects brought 
by the developments should not be denied.   
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8.2 Limitations of the Study 
Properties situated in the same lot of the redevelopment projects and not partitioned by 
the roads are selected to study the aggregate Announcement Effects.  However, not all 
transaction records are collected as some buildings either have very few or even 
missing transactions during the analysis.  This leads to sample bias and a larger 
sample size could affirm the Announcement Effects of each redevelopment project in 
this study.  Besides, it is possible that the Announcement Effects may affect the 
neighbouring streets, yet this research is only confined to investigate the effects to the 
immediate vicinity.  Also, the coefficients of each attribute are assumed to be constant 
for every district during the regression analysis.  It ignores the possibility that 
residents in different district may have dissimilar preferences to their neighbourhood.  
Despite the fact that the property buyers have various satisfactions with the 
neighbourhood’s quality, the coefficients are held constant for the ease of analysis.   
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8.3 Further Area to Study 
Further investigation can be made to evaluate the Announcement Effects on the 
possible neighbourhood area instead of the immediate proximity.  As suggested by 
Hendon (1971), the effects of the externalities to the property prices are observable in 
about 500 feet (i.e. about 167 meters) while Rueter (1974) mentions that the effective 
distance should be within 150 feet (i.e. 50 meters).  Therefore, further study can be 
carried out to examine the Announcement Effects on the properties which are situated 
in different scales of the periphery of the redevelopment area.  The magnitude of the 
effects with respect to different peripheries can also be compared as well.  Besides, 
aggregate Announcement Effects are examined in this study.  However, the external 
effects generated by the redevelopment projects may be varied with the location of the 
project.  The micro-climate effects and the neighbourhood satisfaction from the local 
property buyers may contribute to the divergence in the strength of the Announcement 
Effects.  It is recommended to investigate the effects according to the spatial 
differences.    
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APPENDIX I  
Details of the URA redevelopment projects for this study
17
 
 
Project Details 
Project Name H9 - Tai Yuen Street/ Wan Chai Road, Wan Chai 
Development Name The Zenith 
Project Site Information 
Site Area 6,781m
2
 
Existing GFA 12,555m
2
 
Affected Buildings 31 
Project Development Information 
Total GFA 62,310m
2
 
Residential Flats 904 
Commercial Space 3,441m
2
 
Other Uses N/A 
G/IC GFA 6,330m
2
 
Open Space N/A 
Remarks G/IC includes Market, Day Nursery, Refuse 
Collection Point and Public Toilet 
Project Status as at 31 March 
2010 
Redevelopment of Sites A and B completed in 
2005.  Construction Site C expected for 
completion in late 2012 
 
 
 
                                                     
17
 Details from Legislative Council (2009) 
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Development Scheme Plan of Tai Yuen Street/ Wan Chai Road Project (The 
Zenith) 
Source: http://www.ozp.tpb.gov.hk/ldc_images/h5_ldc1_sch.PDF 
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Project Details 
Project Name H12 – Kennedy Town New Praya, Kennedy Town 
Development Name The Merton 
Project Site Information 
Site Area 6,075m
2
 
Existing GFA 24,808m
2
 
Affected Buildings 15 
Project Development Information 
Total GFA 62,904m
2
 
Residential Flats 1,182 
Commercial Space 400m
2
 
Other Uses N/A 
G/IC GFA N/A 
Open Space 2,300m
2
 
Remarks N/A 
Project Status as at 31 March 
2010 
Completion in 2005 
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Development Project Plan of Kennedy Town New Praya Project (The Merton) 
 
Source: http://www.centamap.com/gc/home.aspx 
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Project Details 
Project Name H15 - Johnston Road, Wan Chai 
Development Name J Residence 
Project Site Information 
Site Area 1,970m
2
 
Existing GFA 7,640m
2
 
Affected Buildings 21 
Project Development Information 
Total GFA 20,567m
2
 
Residential Flats 381 
Commercial Space 2,600m
2
 
Other Uses N/A 
G/IC GFA N/A 
Open Space N/A 
Remarks N/A 
Project Status as at 31 March 2010 Completion in 2007 
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Development Scheme Plan of Johnston Road Project (J Residence) 
Source: http://www.ozp.tpb.gov.hk/ldc_images/h5_ldc3_sch.PDF 
 
 
 
 
 
 
  
  
 
PAGE | 100  
 
 
  
Project Details 
Project Name K19 – Po On Road/ Shun Ning Road, Sham Shui Po 
Development Name Beacon Lodge 
Project Site Information 
Site Area 1,394m
2
 
Existing GFA 4,898m
2
 
Affected Buildings 8 
Project Development Information 
Total GFA 12,534m
2
 
Residential Flats 166 
Commercial Space 2,083m
2
 
Other Uses N/A 
G/IC GFA N/A 
Open Space 251m
2
 
Remarks N/A 
Project Status as at 31 March 
2010 
Completion in April 2008 
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Development Project Plan of Po On Road/ Shun Ning Road Project (Beacon 
Lodge) 
 
Source: http://www.landsd.gov.hk/en/legco/pgicos/ShamShuiPo_os.pdf 
  
N 
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Project Details 
Project Name H20 - First Street/ Second Street, Sai Ying Pun 
Development Name Island Crest 
Project Site Information 
Site Area 3,536m
2
 
Existing GFA 5,265m
2
 
Affected Buildings 24 
Project Development Information 
Total GFA 380,030m
2
 
Residential Flats 496 
Commercial Space 1,717m
2
 
Other Uses N/A 
G/IC GFA 2,199m
2
 
Open Space 700m
2
 
Remarks G/IC is Residential Home for Elderly 
Project Status as at 31 March 
2010 
Completion in 2010 
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Development Scheme Plan of First Street/ Second Street Project (Island Crest) 
Source: http://www.ozp.tpb.gov.hk/ldc_images/h3_ldc5_sch.PDF 
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Project Details 
Project Name K20 – Castle Peak Road/ Cheung Wah Street, 
Sham Shui Po 
Development Name N/A 
Project Site Information 
Site Area 1,000m
2
 
Existing GFA 5,935m
2
 
Affected Buildings 10 
Project Development Information 
Total GFA 9,000m
2
 
Residential Flats 149 
Commercial Space 1,500m
2
 
Other Uses N/A 
G/IC GFA N/A 
Open Space N/A 
Remarks N/A 
Project Status as at 31 March 
2010 
Site clearance completed 
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Development Project Plan of Castle Peak Road/ Cheung Wah Street Project 
 
Source: http://www.districtcouncils.gov.hk/ssp_d/pdf/2005/SSP_2005_027_TC.pdf 
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Project Details 
Project Name K21 – Castle Peak Road/ Un Chau Street, Sham Shui 
Po 
Development Name N/A 
Project Site Information 
Site Area 2,609m
2
 
Existing GFA 14,193m
2
 
Affected Buildings 22 
Project Development Information 
Total GFA 23,482m
2
 
Residential Flats 356 
Commercial Space 3,914m
2
 
Other Uses N/A 
G/IC GFA N/A 
Open Space 150m
2
 
Remarks N/A 
Project Status as at 31 
March 2010 
Clearance and phased demolition in progress 
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Development Project Plan of Castle Peak Road/ Un Chau Street Project  
 
Source: http://www.districtcouncils.gov.hk/ssp_d/pdf/2005/SSP_2005_027_TC.pdf 
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Project Details 
Project Name H21 – Shau Kei Wan Road, Shau Kei Wan 
Development Name N/A 
Project Site Information 
Site Area 1,870m
2
 
Existing GFA 9,834m
2
 
Affected Buildings 17 
Project Development Information 
Total GFA 19,606m
2
 
Residential Flats 292 
Commercial Space 2,717m
2
 
Other Uses N/A 
G/IC GFA N/A 
Open Space N/A 
Remarks N/A 
Project Status as at 31 
March 2010 
Construction in progress 
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Development Project Plan of Shau Kei Wan Road Project  
 
Source: http://www.districtcouncils.gov.hk/east_d/pdf/2004/E_2004_081_TC.pdf  
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Project Details 
Project Name K22 – Un Chau Street/ Fuk Wing Street, Sham Shui 
Po 
Development Name N/A 
Project Site Information 
Site Area 2,222m
2
 
Existing GFA 10,114m
2
 
Affected Buildings 22 
Project Development Information 
Total GFA 19,998m
2
 
Residential Flats 333 
Commercial Space 1,133m
2
 
Other Uses N/A 
G/IC GFA 2,200m
2
 
Open Space 150m
2
 
Remarks G/IC is for Residential Home for Elderly 
Project Status as at 31 
March 2010 
Clearance and phased demolition in progress 
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Development Project Plan of Un Chau Street/ Fuk Wing Street Project 
 
 
Source: http://www.districtcouncils.gov.hk/ssp_d/pdf/2005/SSP_2005_027_TC.pdf 
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Project Details 
Project Name K23 – Castle Peak Road/ Hing Wah Street, Sham 
Shui Po 
Development Name N/A 
Project Site Information 
Site Area 1,382m
2
 
Existing GFA 8,286m
2
 
Affected Buildings 11 
Project Development Information 
Total GFA 12,438m
2
 
Residential Flats 180 
Commercial Space 2,073m
2
 
Other Uses N/A 
G/IC GFA N/A 
Open Space N/A 
Remarks N/A 
Project Status as at 31 
March 2010 
Site clearance completed 
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Development Project Plan of Castle Peak Road/ Hing Wah Street Project 
 
 
Source: http://www.districtcouncils.gov.hk/ssp_d/pdf/2005/SSP_2005_027_TC.pdf 
 
 
 
 
 
 
 
PAGE | 114  
 
Project Details 
Project Name K26 - Fuk Wing Street/ Fuk Wa Street, Sham Shui Po 
Development Name Vista 
Project Site Information 
Site Area 1,384m
2
 
Existing GFA 5,129m
2
 
Affected Buildings 8 
Project Development Information 
Total GFA 12,453m
2
 
Residential Flats 173 
Commercial Space 2,075m
2
 
Other Uses N/A 
G/IC GFA N/A 
Open Space 255m
2
 
Remarks N/A 
Project Status as at 31 
March 2010 
Completion in November 2008 
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Development Project Plan of Fuk Wah Street/ Fuk Wing Street Project (Vista) 
 
 
Source: http://www.landsd.gov.hk/en/legco/pgicos/ShamShuiPo_os.pdf 
 
  
  
N 
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Project Details 
Project Name K27 – Reclamation Street, Mong Kok 
Development Name MOD 595 
Project Site Information 
Site Area 535m
2
 
Existing GFA 2,411m
2
 
Affected Buildings 4 
Project Development Information 
Total GFA 4,921m
2
 
Residential Flats 85 
Commercial Space 802m
2
 
Other Uses N/A 
G/IC GFA N/A 
Open Space N/A 
Remarks N/A 
Project Status Completion in August 2007 
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Development Project Plan of Reclamation Street Project (MOD595) 
 
 
Source: http://www.info.gov.hk/tpb/en/ 
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Project Details 
Project Name K30 – Bedford Road/ Larch Street, Tai Kok Tsui 
Development Name i-home 
Project Site Information 
Site Area 1,229m
2
 
Existing GFA 6,313m
2
 
Affected Buildings 7 
Project Development Information 
Total GFA 10,363m
2
 
Residential Flats 182 
Commercial Space 1,148m
2
 
Other Uses N/A 
G/IC GFA N/A 
Open Space N/A 
Remarks N/A 
Project Status as at 31 March 
2010 
Completion in March 2009 
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Development Project Plan of Bedford Road/ Larch Street Project (i-home) 
Source: http://www.ura.org.hk/usrAtt/800000/4-K30__070409.jpg 
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Project Details 
Project Name K31 – Larch Street/ Fir Street, Tai Kok Tsui 
Development Name N/A 
Project Site Information 
Site Area 2,195m
2
 
Existing GFA 10,332m
2
 
Affected Buildings 12 
Project Development Information 
Total GFA 19,710m
2
 
Residential Flats 377 
Commercial Space 3,285m
2
 
Other Uses N/A 
G/IC GFA N/A 
Open Space N/A 
Remarks Commercial space includes 1,000m
2
 for social 
enterprises 
Project Status as at 31 March 
2010 
Construction in progress and estimated 
completion of construction in late 2011 
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Development Project Plan of Larch Street/ Fir Street Project  
 
 
Source: http://www.ura.org.hk/usrAtt/800000/7-K31__070409.jpg 
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Project Details 
Project Name K33 – Baker Court, Hung Hom 
Development Name N/A 
Project Site Information 
Site Area 277m
2
 
Existing GFA 8343m
2
 
Affected Buildings 2 
Project Development Information 
Total GFA 2,316m
2
 
Residential Flats 67 
Commercial Space 238m
2
 
Other Uses N/A 
G/IC GFA N/A 
Open Space N/A 
Remarks N/A 
Project Status as at 31 March 
2010 
Construction in progress and estimated 
completion of construction in late 2011 
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Development Project Plan of Baker Court Project 
 
Source: http://www.ura.org.hk/usrAtt/800000/5-K33__070409.jpg 
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APPENDIX II 
The University of Hong Kong Real Estate Index Series (HKU-REIS) 
January 2000 = 100 (rounded off to 1 decimal place) 
Year Month HKU-ARPI HKU-HRPI HKU-KRPI HKU-NRPI 
1991  07 68.2 62.2 72.7 71.4 
 
08 73.9 66.6 77.8 78.7 
 
09 78.5 71.1 81.5 84.3 
 
10 81.6 73.7 85.1 87.6 
 
11 82.8 74.7 85.4 89.6 
 
12 81.2 73.3 84.2 87.3 
1992  01 82.8 75.3 86.9 87.8 
 
02 87.0 80.6 91.3 90.6 
 
03 90.9 84.1 96.1 94.4 
 
04 93.8 87.1 98.7 97.4 
 
05 96.3 89.3 101.4 99.9 
 
06 98.5 92.0 103.5 101.8 
 
07 99.3 91.2 105.6 103.3 
 
08 100.0 92.1 105.6 104.2 
 
09 99.7 91.2 107.2 103.2 
 
10 98.5 91.3 105.5 101.1 
 
11 97.4 90.1 103.8 100.6 
 
12 95.3 87.9 100.9 99.1 
1993  01 93.9 87.2 100.8 96.0 
 
02 94.5 87.7 101.8 96.5 
 
03 95.2 88.4 101.8 97.6 
 
04 96.5 90.8 103.7 97.3 
 
05 98.2 92.8 105.1 98.9 
 
06 102.3 97.5 108.8 102.5 
 
07 106.5 103.0 111.4 106.5 
 
08 108.3 105.6 114.4 106.8 
 
09 108.0 105.5 112.7 107.3 
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10 106.9 104.6 111.9 105.6 
 
11 108.0 105.3 114.2 106.4 
 
12 110.0 107.5 116.9 107.7 
1994  01 116.4 116.5 121.8 112.3 
 
02 121.6 123.2 126.7 116.1 
 
03 127.8 130.2 132.3 121.9 
 
04 131.0 134.3 133.7 125.5 
 
05 128.6 131.2 131.8 123.4 
 
06 129.4 132.0 132.0 124.8 
 
07 127.3 128.5 131.8 122.7 
 
08 127.9 129.6 131.1 123.7 
 
09 128.1 129.5 130.9 124.6 
 
10 128.7 130.0 133.3 124.0 
 
11 127.7 127.7 131.8 124.6 
 
12 125.7 127.9 131.3 119.1 
1995  01 120.8 120.7 125.2 117.7 
 
02 116.8 115.7 122.7 113.7 
 
03 121.8 121.4 126.9 118.4 
 
04 123.4 123.4 129.0 119.3 
 
05 122.3 122.0 127.2 119.0 
 
06 117.0 119.5 124.6 108.7 
 
07 115.6 116.4 120.8 110.9 
 
08 113.7 113.4 119.8 109.6 
 
09 110.7 109.1 116.7 108.1 
 
10 107.0 106.0 112.0 104.3 
 
11 109.2 107.0 115.9 106.7 
 
12 110.5 108.5 117.8 107.3 
1996  01 110.3 109.7 117.2 105.8 
 
02 113.8 113.0 120.9 109.5 
 
03 117.2 116.4 123.1 113.8 
 
04 119.4 119.3 124.4 115.9 
 
05 121.9 121.8 127.4 117.9 
 
06 122.9 122.8 127.9 119.4 
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07 124.1 123.7 129.8 120.2 
 
08 124.2 123.0 130.0 121.3 
 
09 126.2 125.5 130.9 123.6 
 
10 129.6 129.3 134.4 126.4 
 
11 134.5 134.3 139.9 130.8 
 
12 140.7 141.8 144.0 137.2 
1997  01 148.1 149.0 149.3 146.3 
 
02 155.8 155.6 156.7 155.3 
 
03 166.1 162.2 166.8 169.8 
 
04 169.3 163.3 167.0 177.5 
 
05 173.2 167.9 173.7 178.5 
 
06 184.4 179.1 183.4 190.8 
 
07 182.8 177.6 182.5 188.6 
 
08 181.6 177.0 180.8 187.0 
 
09 183.7 179.7 184.2 187.7 
 
10 187.1 182.8 188.0 190.9 
 
11 172.9 168.0 174.7 176.9 
 
12 163.1 157.5 167.2 166.2 
1998  01 146.5 145.2 149.6 145.5 
 
02 138.9 136.2 143.1 138.8 
 
03 144.8 142.1 148.0 145.3 
 
04 138.8 138.5 140.7 137.8 
 
05 131.3 130.2 134.3 130.2 
 
06 114.2 112.3 117.2 113.9 
 
07 108.9 106.3 111.2 110.1 
 
08 105.2 102.1 106.4 107.6 
 
09 98.6 94.3 100.2 102.1 
 
10 95.6 92.9 98.0 96.7 
 
11 102.9 100.7 104.1 104.4 
 
12 107.5 106.0 108.2 108.5 
1999  01 107.8 106.0 108.8 109.1 
 
02 107.2 103.9 109.8 108.8 
 
03 107.8 105.5 108.8 109.4 
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04 108.0 107.4 107.7 108.8 
 
05 109.5 109.1 109.7 109.8 
 
06 108.5 107.5 108.3 109.6 
 
07 107.7 106.9 107.7 108.5 
 
08 107.0 106.7 107.6 106.8 
 
09 102.3 100.7 102.7 103.7 
 
10 99.3 98.9 99.6 99.6 
 
11 97.4 97.3 97.5 97.4 
 
12 99.3 100.0 98.6 99.2 
2000  01 100.0 100.0 100.0 100.0 
 
02 101.1 101.0 100.9 101.4 
 
03 100.0 100.8 100.2 99.1 
 
04 98.0 99.3 98.3 96.4 
 
05 94.0 95.5 93.7 92.6 
 
06 88.4 89.3 89.1 86.9 
 
07 89.2 89.8 89.4 88.5 
 
08 90.1 91.7 90.2 88.4 
 
09 91.0 92.7 91.0 89.1 
 
10 90.8 91.2 90.6 90.6 
 
11 85.8 85.4 85.9 86.2 
 
12 85.0 86.1 85.1 83.8 
2001  01 84.2 84.7 84.4 83.6 
 
02 82.7 83.0 84.2 81.2 
 
03 86.2 88.4 86.1 83.8 
 
04 85.2 86.2 85.2 84.2 
 
05 82.7 82.6 83.1 82.4 
 
06 82.4 83.1 81.1 82.5 
 
07 81.6 82.7 80.6 81.1 
 
08 80.2 80.8 80.0 79.8 
 
09 78.7 78.4 78.9 78.8 
 
10 76.7 76.1 77.6 76.6 
 
11 76.1 76.6 76.1 75.6 
 
12 76.3 77.1 76.9 75.1 
 
PAGE | 128  
 
2002  01 76.9 77.2 76.1 77.1 
 
02 76.9 78.1 75.6 76.7 
 
03 76.5 77.4 75.5 76.3 
 
04 76.1 77.5 75.4 75.0 
 
05 75.7 77.6 74.5 74.6 
 
06 76.1 77.3 75.8 75.0 
 
07 74.4 75.0 73.5 74.5 
 
08 73.0 74.1 71.4 73.0 
 
09 70.3 72.5 68.7 69.0 
 
10 68.9 69.5 70.1 67.3 
 
11 68.5 69.8 68.9 66.7 
 
12 68.9 69.3 70.1 67.7 
2003  01 67.3 68.7 67.2 66.0 
 
02 65.6 66.8 64.8 64.8 
 
03 65.5 66.8 66.2 63.6 
 
04 63.2 65.3 63.7 60.5 
 
05 60.9 61.0 62.8 59.4 
 
06 62.2 64.5 63.0 59.1 
 
07 62.3 64.1 63.7 59.4 
 
08 61.7 63.5 62.7 59.1 
 
09 64.0 65.7 64.7 61.7 
 
10 68.2 71.7 68.2 64.5 
 
11 69.2 73.1 67.4 66.3 
 
12 70.4 74.6 69.3 66.8 
2004  01 74.1 78.7 72.6 70.3 
 
02 78.0 83.9 75.7 73.5 
 
03 82.8 89.5 80.0 77.8 
 
04 83.8 90.6 80.7 78.9 
 
05 84.5 91.2 82.9 78.4 
 
06 82.0 86.4 82.3 77.0 
 
07 82.3 88.2 80.1 77.5 
 
08 82.6 87.3 81.1 78.6 
 
09 84.7 90.8 83.2 79.2 
 
PAGE | 129  
 
 
10 88.4 95.2 86.0 83.0 
 
11 89.4 96.4 88.2 82.9 
 
12 89.9 97.0 89.1 83.0 
2005  01 90.7 97.5 90.3 83.7 
 
02 92.9 100.9 91.9 85.1 
 
03 96.0 103.5 94.9 88.8 
 
04 98.7 107.0 97.4 90.9 
 
05 99.9 107.5 99.3 92.2 
 
06 99.1 107.1 97.5 91.6 
 
07 99.1 106.6 98.2 91.8 
 
08 99.4 107.6 97.7 91.9 
 
09 100.5 108.7 99.6 92.5 
 
10 101.7 112.6 99.1 92.0 
 
11 99.3 108.6 98.7 89.8 
 
12 97.9 106.3 98.0 88.8 
2006  01 99.0 108.8 98.9 88.7 
 
02 100.1 110.9 99.9 88.7 
 
03 101.5 112.3 101.9 89.7 
 
04 101.5 113.1 101.1 89.5 
 
05 102.4 114.0 101.2 91.0 
 
06 100.6 113.5 99.9 87.4 
 
07 98.7 108.8 100.4 86.7 
 
08 100.6 112.5 101.6 87.2 
 
09 101.9 115.1 102.4 87.3 
 
10 101.4 115.2 100.7 87.2 
 
11 101.1 115.1 100.8 86.4 
 
12 102.1 116.1 103.7 85.8 
2007  01 103.1 117.4 105.0 86.5 
 
02 103.4 117.8 104.6 87.1 
 
03 105.0 119.4 107.4 87.8 
 
04 106.0 122.2 106.1 88.6 
 
05 106.9 122.5 108.3 89.2 
 
06 108.7 125.2 109.5 90.4 
 
PAGE | 130  
 
 
07 108.0 124.1 108.7 90.1 
 
08 109.0 125.5 110.0 90.7 
 
09 110.7 127.0 112.1 92.1 
 
10 113.2 131.6 113.6 93.1 
 
11 118.1 139.8 116.3 96.2 
 
12 122.7 145.9 120.1 99.6 
2008  01 128.6 154.5 123.7 104.3 
 
02 132.5 159.5 128.3 106.6 
 
03 137.7 166.6 133.7 109.3 
 
04 135.1 159.9 133.6 109.7 
 
05 135.8 161.8 133.1 109.8 
 
06 137.6 164.4 135.2 110.4 
 
07 136.0 161.2 135.3 109.4 
 
08 132.6 156.7 131.3 107.7 
 
09 131.9 155.4 130.3 107.8 
 
10 121.7 138.8 123.8 102.1 
 
11 109.9 125.3 111.0 92.7 
 
12 109.4 124.3 110.7 92.8 
2009  01 112.6 126.7 116.3 95.0 
 
02 114.4 129.7 117.6 96.0 
 
03 112.9 129.4 109.8 97.7 
 
04 119.2 135.8 120.7 100.7 
 
05 123.5 141.8 125.0 103.0 
 
06 129.3 150.3 129.9 106.3 
 
07 133.7 156.1 134.7 108.8 
 
08 136.3 158.9 136.7 111.7 
 
09 139.1 163.0 137.9 114.3 
 
10 141.2 164.6 141.1 116.3 
 
11 143.7 169.7 143.3 115.9 
 
12 143.7 168.9 142.8 117.1 
 
Source: http://hkureis.versitech.hku.hk/ 
